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EXPRESS MAIL NO. EL132518 939US 



rnMPnTRR PROGRAM AND METHOD FOR DETERMINING THE ECONOMIC 

TMPACT OF LONG-TERM CARE 



Background of the Invention 
(1) Field of the Invention 

This invention pertains to the field of long-term 
health care insurance. More particularly, this invention 
pertains to a computer program and method for use aiding 
persons in the complex societal and individual decision 
process of assessing risk and risk mitigation options 
regarding potential long-term custodial care needs 
required in a personal residence or care facility due to 
cognitive impairment or inability to independently 
perform significant activities of daily living as a 
result of accidents or chronic health related conditions 
that may be required by one or more family members. 
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(2) Description of the Related Art 

Various methods and software applications have been 
developed for use in the estate planing, financial 
advising, and insurance industries for the purpose of 
forecasting potential economic risks. Software developed 
for insurance companies that offer long-term health care 
insurance typically . focus on calculating one or more of 
insurance benefits, potential growth of benefit dollars 
depending upon selectable inflation options, and 
insurance premiums. Additionally, software programs are 
available that compare the benefits offered by various 
insurance plans, which in some cases automatically 
determine the lowest premium based on specific criteria. 
Furthermore, programs exist that are configured to 
project future cost of care based on program parameters 

and user input. 

However, it is desirable to improve the ability of 
persons such as advisors, insurance brokers, estate 
planers, and potential health care recipients to quickly 
and effectively observe the magnitude of risks associated 
with long-term health care under varying scenarios. 
Furthermore, it is desirable to provide a comprehensive, 
coordinated software application capable of generating 
analytic reports driven by specific client input related 
to the personal goals and objectives of the client in a 
manner that allows rapid risk assessment of the potential 
economic impact of long-term care on personal assets. 

Summary of the Invention 

The present invention enables professional advisors, 
as well as individuals, to improve their understanding of 
the risks associated with long-term health care in effort 
to make informed decisions regarding long-term care 
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insurance. By utilizing factors not previously 
considered to generate hypothetical economic impacts on 
personal assets under various scenarios, the present 
invention provides a powerful tool for obtaining a more 
accurate prediction of potential economic impacts of 
long _term care insurance decisions. 

One aspect of the preferred embodiment of the 
present invention is the consideration of tax 
consequences and other costs such as penalties and 
transactional fees associated with the liquidation and 
sale of personal assets to pay long-term care costs 
(hereinafter referred to generally as tax consequences) . 
Due to the large expenses associated with long-term care, 
it is often necessary to liquidate personal assets. The 
preferred embodiment takes the tax consequences into 
account when calculating potential economic impacts of 
long-term care costs by upwardly adjusting the value of 
personal assets required to be sold to pay such long-term 
costs. Thus the projected economic impact is made more 
accurate than it would otherwise be. For a fair 
assessment of the benefits of a given insurance plan, the 
preferred embodiment also assumes that insurance premiums 
are paid from the sale of such assets and, therefore, 
also includes calculations to reflect tax consequences of 
selling personal assets to pay the insurance premiums. 

Another aspect of the preferred embodiment lies in 
its ability to simultaneously generate both an insured 
hypothetical economic impact and an uninsured 
hypothetical economic impact on personal assets for any 
given hypothetical fact scenario. This aspect of the 
preferred embodiment allows users to compare the net 
differences between being insured versus uninsured under 
any given fact scenario and to weigh risks accordingly. 
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By changing the hypothetical fact scenario, this aspect 
of the preferred embodiment also allows users to quickly 
balance the benefits- provided by a given insurance plan 
with the costs of making insurance premium payments. 

Yet another aspect of the preferred embodiment of 
the invention is that the economic impact is determined 
as a function of time. This aspect of the preferred 
embodiment allows users to quickly understand how the 
passage of time influences the hypothetical economic 
impact of long-term care costs on personal assets. 
Additionally, the determination of the economic impact of 
long-term care costs in the preferred embodiment includes 
calculations of unrealized investment opportunity that 
presumably would have been realized from assets 
hypothetical^ sold to pay long-term care costs and 
further allows determination of the economic impact at a 
point in time beyond the time of which care is presumed 
to be given. Thus, by determining the economic impact as 
a function of time, the preferred embodiment allows users 
to appreciate the significance of the unrealized 
investment opportunity and the impact thereof on such 
persons as a surviving spouse of the person presumed to 
have received the long-term care. 

While the principle advantages and features of the 
present invention have been described above, a more 
complete and thorough understanding of the invention may 
be attained by referring to the figures and the detailed 
description of the preferred embodiment, which follow. 

Brief Description of the Figures 

Figure 1 is a flow chart of the procedure of data 
entry and use of the preferred embodiment of the 
invention . 
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Figure 2 shows the data entry window of the 
preferred embodiment of the invention. 

Figure 3 is a line-chart generated by the preferred 
embodiment showing both insured and uninsured economic 
5 impacts of long-term care costs as a function of time 
based on a hypothetical fact scenario. 

Figure 4 is a bar-chart generated by the preferred 
embodiment showing the uninsured economic impact of long- 
term care costs, the total cost of insurance, and the 
10 total impact of insurance benefits as a function of time 
based on the fact scenario. 

Figure 5 is a summary report of the economic impact 
generated by the preferred embodiment for the fact 
scenario. 

15 Figure 6 is a detailed report of the uninsured 

economic impact of the long-term care cost generated by 
the preferred embodiment for the fact scenario. 

Figure 7 is a detailed report of the insured 
economic impact of the long-term care costs generated by 

20 the preferred embodiment for the fact scenario. 

Detailed Description of the Preferred Embodiment 

The preferred embodiment of the invention comprises 
the use of a computer program written in VISUAL BASIC®, 

25 the source code of which is provided as Appendix-A. In 

general, the preferred embodiment is configured to accept 
input of a fact scenario comprising client variables, 
care cost variables, insurance variables, and investment 
and tax variables. From this fact scenario, the 

30 preferred embodiment calculates an insured and uninsured 
economic impact on personal assets based on the data 
entered and outputs this information both graphically and 
in report form. The basic flow structure of the 
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preferred embodiment is shown in the block-diagram of 
Figure 1. The preferred embodiment is also configured to 
allow the rapid recalculation of both an insured and 
uninsured economic impact by allowing the user to return 
5 to the data entry phase of the program after calculations 
and reports have been made and to modify one or more of 
the fact scenario variables without re-entering any of 
the variables intended to remain unchanged. 

To facilitate data entry, the preferred embodiment 

10 is configured to allow a user to enter all desired 

variables from a single formatted data entry window as 
shown in Figure 2 . The data entry window of the 
preferred embodiment utilizes default values for many of 
the data entry fields. Additionally, data entry fields 

15 requiring specific predefined options preferably utilize 
drop-down menus to facilitate data entry therein. 

In addition to data used to generate economic impact 
predictions, the preferred embodiment also allows entry 
of variables such as the consultant's name or code 

20 number, client names, client addresses and phone numbers, 
and client social security numbers. While these 
variables are not used for economic impact predictions, 
they facilitate the storage and retrieval of client 
scenarios . 

25 The variables shown in the data entry window are 

also preferably arranged in organized groupings. As 
shown in Figure 2, the data entry window of the preferred 
embodiment has a plurality of client data groupings 20, 
22 for entry of general information regarding a person 

30 for which the economic impact prediction is sought, and 
for his or her spouse. In addition to the client data 
groupings 20, 22, the data entry window has a care data 
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grouping 24, an insurance data grouping 26, and a tax and 
investment data grouping 28. 

Of the information entered in each of the client 
data groupings 20 , 22, a health entry field and a birth 
5 date entry field provide information used by the 

preferred embodiment to compute the annual insurance 
premium figures shown in the insurance data grouping 26 
as described below. The value of the health entry field 
is preferably selected from a drop-down menu containing 

10 various risk or status scales commonly used and known in 
the insurance industry to determine insurance premiums 
and preferably defaults to a "preferred" risk or status. 
Likewise, the value entered in the birth date entry field 
is also used to calculate the insurance premiums which 

15 are often dependent upon client age. The remainder of 

the data entry fields of the client data groupings 20, 22 
facilitate the storage and retrieval of client scenarios 
as mentioned above. 

The care data grouping 24 contains data entry fields 

20 used to simulate and alter a future hypothetical scenario 
of long-term health care expenses that will be incurred 
due to a hypothetical extended period of paid personal 
care required in a personal residence or care facility 
due to cognitive impairment or inability to independently 

25 perform significant activities of daily living as a 

result of accidents or chronic health related conditions. 
Included in the care data grouping 24 are entry fields 
for the hypothetical duration of time in which care will 
be needed, the duration of time before the care will be 

30 needed, which of the persons identified in the client 
data groupings is presumed will need the care, the 
duration of the insurance plan, the current periodic cost 
of the care, and a periodic rate of inflation of the cost 
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of the care. With the exception of value of the current 
periodic cost of the care data field, the values of the 
data fields of the care data grouping 24 are predictions 
or forecasts of future events. The value of the current 
5 periodic cost of the care data field represents the 

present-day costs of health care and can be adjusted to 
represent various degrees of hypothetical long-term care 
needs and/or to adjust for such things as region-to- 
region variations in costs of long-term care. 

10 The insurance data grouping 26 contains data fields 

used to calculate costs and benefits of insuring one or 
more of the clients against long-term health care 
expenses. The fields of the insurance data grouping 26 
include a duration of time of deduction entry field, a 

15 periodic current benefit receivable entry field, a 

duration of time in which benefits are receivable entry 
field, a method of determining inflation of benefits 
receivable entry field, and data fields for a periodic 
insurance premium for each of the persons identified in 

20 the client data groupings 20, 22. Although the values of 
these data fields are preferably obtained from specific 
insurance plans, the preferred embodiment allows 
alteration of the value of each of these fields 
independently. The duration of time of deduction entry 

25 field, duration of time in which benefits are receivable 
entry field, and the method of determining inflation of 
benefits receivable entry field preferably utilize drop- 
down menus to facilitate the data entry therein. The 
entry in the inflation of benefits data field is 

30 preferably either simple, compound, or none. The values 
of each of the periodic insurance premium data fields 
preferably automatically default to values determined 
from preprogrammed premium base rates dependent upon the 
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values of the health entry field and birth date entry 
field of the client data groupings 20 , 22 and the 
remaining fields of the insurance data grouping 26. 
These preprogrammed premium base rates are well known to 
5 those skilled in the insurance industry and can be 
customized for specific insurance plans as needed. 
However, as mentioned above, the preferred embodiment 
allows the automatic default value of each of the 
periodic insurance premium data fields to be overridden 

10 if so desired. 

The tax and investment data grouping 28 includes a 
tax rate entry field and a periodic rate of return on 
investments entry field. The tax rate entry field is for 
the entry of a projection of a percent rate of loss that 

15 would be incurred on the sale of personal assets due to 
capital gains or other projected expenses of asset 
liquidation. The periodic rate of return on investments 
entry field is for the entry of a projected periodic 
appreciation rate of personal assets. 

20 The preferred embodiment calculates the economic 

impact on the long-term care costs only after the data 
has been entered. In other words, calculations of the 
economic impact are not performed automatically as the 
value in each data field is changed. This eliminates 

25 unnecessary calculations from being made during the data 
entry phase of the application. However, from the data 
entry window, the user can toggle or switch to an output 
mode or report mode. When this is done, calculations are 
automatically performed on the data contained in the 

30 entry window and the user need not manually instruct the 
program to perform such calculations. 

As mentioned above, the software of the preferred 
embodiment calculates both an insured and uninsured 
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economic impact for any given scenario of data in the 
data entry window. Any given economic impact is 
preferably calculated as a monetary loss of personal 
assets of an estate. Thus the uninsured economic impact 
preferably represents the loss of personal assets from an 
estate assuming that all long-term care costs are paid 
from estate assets and that no payments of insurance 
premiums are made. Likewise, the insured economic impact 
preferably represents the loss of personal assets from an 
estate assuming that insurance benefits offset at least a 
portion of the long-term care costs, all remaining long- 
term care costs are paid from estate assets, and that the 
insurance premiums are paid from the estate assets. 

The software of the preferred embodiment also 
calculates the insured and uninsured economic impact as a 
function of time. This is preferably done by calculating 
the insured and uninsured economic impact on personal 
assets for the first year of the duration of the 
insurance plan and then "stepping" through each 
successive year for the number of years listed in the 
duration of the insurance plan field of the care data 
grouping 24, the total impact being the sum of all years. 

In the preferred embodiment, both premium payments 
and the uninsured portion of care costs contribute to the 
economic impact of long-term care on personal assets. 
Additionally, it is assumed that both the premium 
payments and the uninsured portion of care costs are paid 
from estate assets are therefore subject to tax 
consequences upon liquidation. Furthermore, the 
determination of the economic impact of long-term care on 
personal assets takes into account unrealized investment 
opportunity in excess of merely determining the value of 
the portion of assets that must be sold to pay the 
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premium payments, the uninsured portion of care costs, 
and the taxes thereon. 

The calculations of both an uninsured economic 
impact on personal assets as well as an insured economic 
impact are essentially identical except that the 
calculations of the uninsured economic impact assume that 
the insurance premiums and the insurance benefits are 
zero. Thus, for purposes of describing the preferred 
embodiment, the following description includes a 
description of how the insurance benefits and premium 
payments affect the calculation of the economic impact, 
but it should be understood that the insurance benefits 
and premium payments are zero when determining the 
uninsured economic impact. Furthermore, in some 
scenarios, the hypothetical care is assumed to occur only 
after several years into the duration of the plan and/or 
to terminate prior to ending year of the scenario. In 
such situations, the care costs are assumed to be zero 
for those years prior and after the period in which the 
care is needed. 

For purposes of describing the calculations used by 
the preferred embodiment to determine the economic 
impact, it is helpful to first identify and describe 
certain terms. Additionally, because the preferred 
embodiment determines the economic impact by "stepping" 
through each successive year of the plan, the 
calculations are described for only a given year and it 
should be understood that the calculations are repeated 
for each successive year. 

The term economic impact refers to the economic 
impact incurred from the commencement of the scenario up 
to and including the given calculation year and the term 
incremental economic impact refers to the change in the 
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economic impact during the given calculation year. The 
term prior economic impact refers to the economic impact 
minus the incremental impact (i.e. the economic impact as 
calculated the previous year) . Additionally , the term 
care costs in the description which follows refers to the 
charge for long-term health services, regardless of 
whether such charge is covered by insurance. 

Several components preferably contribute to the 
incremental economic impact. One component is the 
uninsured care cost. The uninsured care cost is 
calculated as the amount by which the care costs exceed 
the insurance benefits. The care costs equal zero during 
the all years within the duration of time before the care 
will be needed, as entered in the data entry window. 
After this point in time, care costs are calculated as 
described below for the number of years entered in the 
data entry window in the duration of time in which care 
will be needed data field, after which they once again 
equal zero. Likewise, the insurance benefits equal zero 
when the care costs equal zero. 

When applicable, the care costs for the given year 
are determined by converting the current periodic cost of 
the care to a yearly figure and adjusting the value for 
the given year by assuming compound annual inflation at 
the periodic rate of inflation which was entered in the 
data entry window. 

The insurance benefits for the given year are 
determined by converting the periodic current benefit 
receivable to a yearly figure and reducing the value, if 
applicable, to account for the duration of time of 
deduction entered in the data entry window. The 
reduction of the insurance benefits to account for the 
deduction period only applies to the first year having 
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non-zero care costs. The insurance benefits are also 
adjusted for inflation by either compound or simple 
inflation, if so selected in the data entry window. 
Additionally, in general insurance benefits are set equal 
zero after being calculated for more years than are 
entered in the data field for the duration of time in 
which benefits are receivable, unless of course the 
duration of time in which benefits are receivable is 
unlimited. However, if there was a deductible period as 
described above, benefits are presumed to be received 
during the next following year, but only for the 
deduction period. 

A second component of the incremental economic 
impact is the insurance premium payments. The annual 
insurance premium payments are determined from values of 
each of the periodic insurance premium data fields of the 
data entry window, which in the preferred embodiment are 
yearly values and therefore need not be adjusted. The 
insurance premium payments equal the combined values of 
each of the periodic insurance premium data fields of the 
data entry window during the all years within the 
duration of time before the care will be needed as 
entered in the data entry window. For those years after, 
the insurance premium value is equal to zero for the 
person presumed to be receiving the care (the person 
presumed to be receiving the care is designated in the 
data field the care data grouping 24 of the data entry 
window) . However, payment of the periodic insurance 
premium is assumed to continue throughout the entire 
duration of the insurance plan for all other persons, if 
any such persons were included in the data entry window. 
If no such other persons were included in the data entry 
window, the duration of the insurance plan is typically 
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given a value such that the calculations end in the year 
the care is presumed to end, but this can be extended to 
represent an ongoing economic impact to such persons as 
potential beneficiaries of the estate. 
5 A third component that contributes to the 

incremental economic impact is a presumed tax consequence 
of the sale of personal assets. In the preferred 
embodiment, it is presumed that a portion of the personal 
assets must be liquidated to cover the uninsured care 

10 costs and the insurance premium payments. The tax 

consequences represent losses due to taxes on capital 
gains and/or other expenses associated with the 
liquidation of the portion of the personal assets. 
In the preferred embodiment, the portion of the estate 

15 presumably required to be liquidated is calculated by 
dividing the sum of the uninsured care costs and the 
insurance premium payments by one minus the tax rate 
entered in the tax and investment data grouping 28 of the 
data entry window. Additionally, the tax rate of the 

20 preferred embodiment represents a percentage and thus is 
first divided by one-hundred before being subtracted from 
one. In the preferred embodiment, the calculated value 
of the portion of the estate presumably required to be 
liquidated inherently includes the tax consequences and 

25 it therefore unnecessary to determine the tax 

consequences alone. However, if desirable, the tax 
consequences can be calculated as the difference between 
the portion of the estate presumably required to be 
liquidated and the sum of the uninsured care costs and 

30 the premium payments. 

A fourth component that contributes to the 
incremental economic impact is a presumed loss due to an 
unrealized investment opportunity. The unrealized 
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investment opportunity represents a projected amount of 
appreciation that would have been realized on the portion 
of the personal assets liquidated in the given year plus 
a projected amount of appreciation that would realized 
5 but for the prior economic impact on the personal assets. 
Hence, the calculation of unrealized investment 
opportunity for any given year takes the prior economic 
impact into account and thus continues to increase the 
economic impact in years without care costs. The 

10 unrealized investment opportunity is preferably 

determined by multiplying both the value of the portion 
of the personal assets presumably liquidated in the given 
year and the prior economic impact by the presumed yearly 
rate of return on investments. In the preferred 

15 embodiment f the rate of return on investments is entered 
as a yearly percent gain in data entry window and, as 
such, is merely divided by one-hundred when calculating 
the unrealized investment opportunity. 

Using the above described components, the 

20 incremental impact for any given year is equal to the 

portion of the assets that presumably must be liquidated 
(which itself equals the sum of the uninsured care cost, 
the insurance premium payments, and the tax 
consequences) , plus the unrealized investment 

25 opportunity, plus the prior economic impact. As 

mentioned above, calculations are preferably made for 
both an insured and uninsured economic impact for each 
year of a scenario. 

In the preferred embodiment, the software used to 

30 calculate the above mentioned insured and uninsured 

economic impacts also automatically generates multiple 
graphs and reports to facilitate the output of the 
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calculations. Figures 3 and 4 represent two graphs 
generated by the software of the preferred embodiment. 

Figure 3 is a line-graph of the total estate 
consumed without insurance and the net cost of care with 
insurance plotted as a function of time for a given 
scenario. The total estate consumed without insurance is 
equivalent to the uninsured economic impact of the 
personal assets as calculated above. Likewise, the net 
cost of care with insurance is equal to the insured 
economic impact as calculated above. Use of this graph 
or chart allows visual comparison of being insured versus 
uninsured for the given hypothetical fact scenario. 

Figure 4 is a bar-graph showing the total estate 
consumed without insurance, the total cost of insurance, 
and the total impact of insurance benefits plotted as a 
function of time for the scenario used to generate Figure 
3. Like in Figure 3, the total estate consumed without 
insurance in Figure 4 is equivalent to the uninsured 
economic impact of the personal assets as calculated 
above. The total cost of insurance is determined from 
the insurance premium payments, including the 
aforementioned tax consequences and losses due to 
unrealized investment opportunities. The total impact of 
insurance benefits is determined as the sum of the 
insurance benefits received, the tax consequences from 
the sale of assets that would have been necessary but for 
receiving the insurance benefits, and the unrealized 
investment opportunity that would have been incurred but 
for receiving the insurance benefits. The purpose of 
this chart is to show separately the impact of long-term 
care costs, premium costs, and the total economic value 
of the of the insurance benefits alone, without having to 
interpolate these values from other output. 
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The preferred embodiment also produces reports. 
Figure 5 is a summary report for the given fact scenario.. 
The summary report lists the basic assumptions entered in 
the data entry window and indicates both the uninsured 
and insured economic impact of long-term care cost on 
personal assets as calculated for the last year of the 
hypothetical fact scenario. 

Figure 6 is a detailed report showing the various 
components contributing to the calculation of the 
uninsured economic impact of the long-term care cost on 
personal assets. The information on the this report is 
broken down for various years of the fact scenario to 
facilitate the client's understanding of when certain 
factors become significant. For example, the unrealized 
investment opportunity or investment opportunity loss as 
shown gradually becomes a much larger factor of the 
economic impact than the tax consequences or capital 
gains taxes as shown. 

Figure 7 is a detailed report of the hypothetical 
insurance benefits and the cost of the insurance 
premiums. This report allows users to appreciate the 
total costs of insurance versus the value of the actual 
benefits received. 

The graphs and reports allow for rapid communication 
of the economic impact calculations for any given fact 
scenario. By returning to the data entry window, a user 
can alter or adjust one or more of the entries of the 
data fields and thereby quickly compare various 
scenarios. In addition to comparing insured versus 
uninsured economic impacts under a given fact scenario, 
the user is able compare different insurance plans to 
weigh the benefits of such a plans against their costs. 
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While the invention has been described in reference 
to the preferred embodiment, it should be understood the 
numerous variations could be made without departing for 
the scope of the invention. As an example, various data 
5 entry fields for use in calculating the economic impact 
or for storing and retrieving scenarios could be added or 
eliminated in alternative embodiments of the invention. 
Additionally, the calculation of economic impact, 
although not preferred, could occur automatically as data 

10 is entered in the data entry window. Furthermore, the 

economic impact could be determined in terms of the value 
of an estate rather than as the economic loss thereto. 
Thus, it should be understood that modifications and 
variations of the invention may be constructed without 

15 departing from the scope of the invention defined in the 
following claims . 
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1. A computer program comprising: 

a storage routine adapted and configured to store, 
in a storage device, user-controlled data indicative of a 
hypothetical scenario of future long-term care costs and 
of one of a plurality of insurance options; and 

a process routine adapted and configured for using 
the stored data to determine an economic impact of the 
long-term care costs on personal assets, the process 
routine including calculations to account for 
hypothetical tax consequences resulting from a sale of a 
portion of the personal assets to pay the long-term care 
costs . 

2. The computer program of claim 1 wherein the 
process routine is adapted and configured to perform 
calculations that account for hypothetical unrealized 
investment opportunity resulting from an absence of the 
portion of the personal assets due to the sale of the 
portion of the personal assets. 

3. The computer program of claim 2 wherein the 
process routine is adapted and configured to determine 
the economic impact of the future long-term care costs on 
the personal assets as a function of time and to output 
the economic impact for at least a first and second point 
in time. 

4. The computer program of claim 3 wherein the 
second point in time represents a point in time after the 
long-term care costs have hypothetically ceased being 
incurred, the economic impact for the second point in 
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time being greater than the economic impact at the time 
the long-term care costs cease due to the unrealized 
investment opportunity calculations . 

5. The computer program of claim 1 wherein the 
economic impact represents an insured economic impact and 
the portion of the personal assets is a first portion and 
wherein the process routine adapted and configured for 
using the stored data to determine the insured economic 
impact includes calculations to account for periodic 
premium payments and monetary insurance benefits 
received, and further comprising a process routine 
adapted and configured for using the stored data to 
determine an uninsured economic impact of the long-term 
care costs on the personal assets, the process routine 
adapted and configured for using the stored data to 
determine an uninsured economic impact including 
calculations to account for hypothetical tax consequences 
resulting from a sale of a second portion of the personal 
assets to pay the long-term care costs, the uninsured 
economic impact being independent of any periodic premium 
payments and any monetary insurance benefits received. 

6. The computer program of claim 5 wherein the 
hypothetical tax consequences are accounted for in the 
process routine adapted and configured for using the 
stored data to determine the insured economic impact by 
assuming that any long-term care costs in excess of the 
monetary insurance benefits and all of the insurance 
premiums are paid for by the sale of the first portion of 
the personal assets and wherein the process routine 
adapted and configured for using the stored data to 
determine the insured economic impact includes 
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calculations to account for hypothetical unrealized 
investment opportunity resulting from an absence of the 
first portion of the personal assets due to the sale the 
first portion of the personal assets and the process 
routine adapted and configured for using the stored data 
to determine the uninsured economic impact includes 
calculations to account for hypothetical unrealized 
investment opportunity resulting from an absence of the 
second portion of the personal assets due to the sale of 
the second portion of the personal assets. 

7. The computer program of claim 5 further 
comprising an output routine for facilitating the 
graphical display of the insured and uninsured economic 
impacts in a manner allowing proportional visualization 
of the magnitudes thereof. 

8. A computer program comprising: 

a storage routine adapted and configured to store, 
in a storage device, user-controlled data indicative of a 
hypothetical scenario of future long-term care costs and 
of one of a plurality of insurance options; 

a process routine adapted and configured for using 
the stored data to determine an insured economic impact 
of the long-term care costs on personal assets, the 
process routine adapted and configured for using the 
stored data to determine the insured economic impact 
including calculations of a first portion of the personal 
assets hypothetically sold to pay the long-term care 
costs and calculations to account for periodic premium 
payments and monetary insurance benefits received; and 

a process routine adapted and configured for using 
the stored data to determine an uninsured economic impact 
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of the long-term care costs on the personal assets, the 
process routine adapted and configured for using the 
stored data to determine the uninsured economic impact 
including calculations of a second portion of the 
personal assets hypothetically sold to pay the long-term 
care costs, the uninsured economic impact being 
independent of any periodic premium payments and any 
monetary insurance benefits received. 

9. The computer program of claim 8 further 
comprising an output routine for facilitating the 
graphical display of the insured and uninsured economic 
impacts in a manner allowing proportional visualization 
of the magnitudes thereof. 

10. The computer program of claim 8 wherein the 
process routine adapted and configured for using the 
stored data to determine the insured economic impact 
includes calculations to account for hypothetical 
unrealized investment opportunity resulting from the 
hypothetical sale of the first portion of the personal 
assets and wherein the process routine adapted and 
configured for using the stored data to determine the 
uninsured economic impact includes calculations to 
account for hypothetical unrealized investment 
opportunity resulting from the hypothetical sale of the 
second portion of the personal assets. 

11. The computer program of claim 10 wherein the 
process routine adapted and configured for using the 
stored data to determine the insured economic impact 
includes calculations to account for hypothetical tax 
consequences resulting from the sale of the first portion 
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of the personal assets and wherein the process routine 
adapted and configured for using the stored data to 
determine uninsured economic impact includes calculations 
to account for hypothetical tax consequences resulting 
10 from the sale of the second portion of the personal 
assets . 

12. The computer program of claim 11 wherein the 
hypothetical tax consequences are accounted for in the 
process routine adapted and configured for using the 
stored data to determine the insured economic impact by 

5 assuming that any long-term care costs in excess of the 
monetary insurance benefits and all of the insurance 
premiums are paid for by the sale the first portion of 
the personal assets. 

13. The computer program of claim 11 wherein the 
process routine adapted and configured for using the 
stored data to determine the uninsured economic impact 
determines the uninsured economic impact as a function of 

5 time and is configured to output the uninsured economic 
impact for at least first and second points in time, and 
wherein the process routine adapted and configured for 
using the stored data to determine the insured economic 
impact determines the insured economic impact as a 
10 function of time and is configured to output the insured 
economic impact for at least the first and the second 
points in time. 

14. The computer program of claim 13 wherein the 
second point in time represents a point in time after the 
long-term care costs have hypothetically ceased being 
incurred, the insured and uninsured economic impacts for 
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the second point in time being greater than the insured 
and uninsured economic impacts respectively at the time 
the long-term care costs cease due to the unrealized 
investment opportunity calculations . 

15. The computer program of claim 13 further 
comprising an output routine for facilitating graphical 
display of the insured and uninsured economic impacts in 
a manner allowing proportional visualization of the 
magnitudes thereof. 

16. A computer program comprising: 

a storage routine adapted and configured to store, 
in a storage device, user-controlled data indicative of a 
hypothetical scenario of future long-term care costs and 
of one of a plurality of insurance options; and 

a process routine adapted and configured for using 
the stored data to determine an economic impact of the 
future long-term care costs on personal assets as a 
function of time, the process routine being configured to 
output the economic impact for at least first and second 
points in time and to calculate a portion of the personal 
assets hypothetically sold to pay the long-term care 
costs at each of the points in time. 

17. The computer program of claim 16 wherein the 
economic impact represents an insured economic impact and 
each portion of the personal assets is a first portion, 
the process routine adapted and configured for using the 
stored data to determine the insured economic impact 
including calculations to account for periodic premium 
payments and monetary insurance benefits received, the 
computer program further comprising a process routine 
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adapted and configured for using the stored data to 
determine an uninsured economic impact of the long-term 
care costs on the personal assets as a function of time, 
the process routine adapted and configured for using the 
stored data to determine the uninsured economic impact 
being configured to output the uninsured economic impact 
for at least the first and second points in time and to 
calculate a second portion of the personal assets 
hypothetically sold to pay the long-term care costs at 
each of the points in time, the uninsured economic impact 
being independent of any periodic premium payments and 
any monetary insurance benefits received. 

18. The computer program of claim 17 wherein the 
process routine adapted and configured for using the 
stored data to determine the insured economic impact 
includes calculations to account for hypothetical tax 
consequences resulting from the sale of the first portion 
of the personal assets and wherein the process routine 
adapted and configured for using the stored data to 
determine the uninsured economic impact includes 
calculations to account for hypothetical tax consequences 
resulting from the sale of the second portion of the 
personal assets. 

19. The computer program of claim 18 wherein the 
hypothetical tax consequences are accounted for in the 
process routine adapted and configured for using the 
stored data to determine the insured economic impact by 
assuming that any long-term care costs in excess of the 
monetary insurance benefits and all of the insurance 
premiums are paid for by the sale of the first portion of 
the personal assets. 
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20. The computer program of claim 18 wherein the 
process routine adapted and configured for using the 
stored data to determine the insured economic impact 
includes calculations to account for hypothetical 
unrealized investment opportunity resulting from the sale 
of the first portion of the personal assets and wherein 
the process routine adapted and configured for using the 
stored data to determine the uninsured economic impact 
includes calculations to account for hypothetical 
unrealized investment opportunity resulting from the sale 
of the second portion of the personal assets. 



21. A method comprising: 

acquiring user-controlled data indicative of a 
hypothetical scenario of future long-term care costs and 
of one of a plurality of insurance options; and 

determining an economic impact of the long-term care 
costs on personal assets based on the acquired data, the 
determination including performing calculations to 
account for hypothetical tax consequences resulting from 
a sale of a portion of the personal assets to pay the 
long-term care costs. 



22. A method of advising a person comprising using 
the method of claim 21 in an effort to persuade the 
person to purchase long-term care insurance. 



23. A method comprising: 

acquiring user-controlled data indicative of a 
hypothetical scenario of future long-term care costs and 
of one of a plurality of insurance options; 
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determining an insured economic impact of the long- 
term care costs on personal assets based on the acquired 
data, the determination of the insured economic impact 
including performing calculations of a first portion of 
the personal assets hypothetically sold to pay the long- 
term care costs and calculations to account for periodic 
premium payments and monetary insurance benefits 
received; and 

determining an uninsured economic impact of the 
long-term care costs on the personal assets based on the 
acquired data, the determination of the uninsured 
economic impact including performing calculations of a 
second portion of the personal assets hypothetically sold 
to pay the long-term care costs, the uninsured economic 
impact being independent of any periodic premium payments 
and any monetary insurance benefits received. 

24. The method of claim 23 wherein the steps of 
determining an insured economic impact and of determining 
an uninsured economic impact are generally made 
simultaneously . 



25. A method of advising a person comprising using 
the method of claim 23 in an effort to persuade the 
person to purchase long-term care insurance. 

26. A method comprising: 

acquiring user-controlled data indicative of a 
hypothetical scenario of future long-term care costs and 
of one of a plurality of insurance options; and 

determining an economic impact of the future long- 
term care costs on personal assets as a function of time 
based on the stored data, the determination of the 
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economic impact including performing calculations of a 
portion of the personal assets hypothetically sold to pay 
the long-term care costs for at least first and second 
points in time. 

27. A method of advising a person comprising using 
the method of claim 26 in an effort to persuade the 
person to purchase long-term care insurance. 
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Abstract 

A computer program and method is provided that 
enables professional advisors, as well as individuals, to 
improve their understanding of the risks associated with 
long-term health care in effort to make informed 
decisions regarding long-term care insurance. The 
computer program and method projects an economic impact 
of long-term care costs on personal assets of an estate 
based upon a hypothetical fact scenario. In one aspect 
of the invention, tax consequences and other costs 
associated with the liquidation and sale of personal 
assets to pay long-term care costs are included in the 
determination of the economic impact. In another aspect 
of the invention, the computer program and method 
simultaneously determines both an insured hypothetical 
economic impact and an uninsured hypothetical economic 
impact on personal assets for any given hypothetical fact 
scenario. In yet another aspect of the invention, the 
economic impact is determined as a function of time. 
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Date of Birth, Gender 
•Marital-residential Status 
•Health Risk Rating, Estate Plan Years 



Input Investment Return 



Input Tax Data 



Input Care Cost Data 

Daily Cost, Inflation Rate 
•Care Duration, Care Begin Date 



Input Insurance Data 

Daily Benefit $, Deductible Days 
•Inflation Factor, Benefit Duration 
•Premium Base Rate, Premium Pay Years 
♦Risk Factor 



Display-Print Scenario Reports 
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Care Cost, Investment & Tax Impact, 
insurance Cost & Benefits 
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Economic Impact of Long Term Care 

Summary Report 

Charles Q Couples & Cathy Q Couples 

Scenario A 



Based on the assumptions provided by you in this scenario, the following illustrates 
the economic impact on your estate for one person to receive 5 years paid 24 hour 
home or facility care. The insurance coverage selected in this scenario would pay 
claims for an unlimited number of years. 

Other important assumptions have been used in the planning model. These include 
the recognition that investment assets are often sold to pay the cost of care and that 
income taxes will be imposed on the sale of those appreciated assets. The impact on 
investment growth is also included. When income or invested capital is used to pay for 
uninsured expenses those funds are no longer available for estate investment growth. 
You estimated a 6% investment return and a 20% capital gains tax in this scenario. 

The planning model forecasts estate erosion with and without insurance. We expect 
you are insurable now but that may not always be the case. The projected erosion is 
based on the assumption one person will need 5 years of care during year 16 through 
year 20 of the 30 year planning period. 

The attached report illustrates the detailed calculations used to arrive at the following 
two key numbers. The first number projects $2.0 million dollar estate value reduction by 
the end of the plan period without insurance. The second key number shows that estate 
erosion is reduced to $0.2 million dollars when adjusted for the insurance benefits 
included in this scenario. 

The intent of the estate impact model is to provide you better information on 
which to make planning decisions. Adjust assumptions and insurance coverage 
until you are comfortable with the degree of estate erosion projected in a final 
planning scenario. 

Bottom Line 

Individuals who have adequate assets to personally pay all potential long term costs 
don't need the insurance, but it may be a sound economic solution! 



None of the material in this presentation should be construed as either advice or interpretation of legal or tax code. 

Please consult with those advisors to determine how these concepts may apply in your particular situation 



Economic Impact - Cost of Care for Five Years 

Note: Each indtviduars situation is different Actual numbers will vary depending 
on rates on return, cost of care, tax rates and basis of assets, etc. 

Assumptions 

- Five Years LTC @ $180 current cost 

- 5% Compound Inflation - LTC Costs 

- Surviving Partner Lives 10 additional years. 

- 6% Return on Investments, 20% Capita! Gains Tax Rate 

- Assumes zero basis on liquidated assets 

- Traditional IRA distributions are fully taxable. 

Total Reduction in Estate Value Due to LTC Costs: $2.0 Million 



Annual Cost of Care 









Capital 


Investment 


Total 








Gains 


Opportunity 


Annual 


Plan Year 


Care Year Cost of Care Taxes 


Loss (S> 6% 


Cost 


16 


1 




$136,585 $34,146 


$10 244 


$180 976 


17 


2 




$143,415 $35,854 


$?1 61*5 


$200 883 


18 


3 




$150,585 $37,646 


$34 205 


$222,437 


19 


4 




$158,115 $39,529 


$48 116 


$245 760 


20 


5 




$166,020 $41,505 




$270 980 


umulative Cost of Care 








Plan Year 




Age 


Current Year 


Cumulative 










Total Cost 


Dollars Consumed 




1-15 




59 / 57 




No Paid LTC Required 








74/ 72 








Care Begins 












16 




75/ 73 


$180,976 


$180,976 




17 




76 / 74 


$200,883 


$381,859 




18 




77 / 75 


$222,437 


$604,296 
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78/ 76 


$245,760 


$850,056 




20 




79/ 77 


$270,980 


$1,121,036 




Survivor 












21 




/ 78 


$67,262 


$1,188,299 




22 




/ 79 


$71,298 


$1,259,597 




23 




/ 80 


$75,576 


$1,335,172 




24 




/ 81 


$80,110 


$1,415,283 




25 




/ 82 


$84,917 


$1,500,200 




26 




/ 83 


$90,012 


$1,590,212 




27 




/ 84 


$95,413 


$1,685,624 




28 




/ 85 


$101,137 


$1,786,762 




29 




/ 86 


$107,206 


$1,893,968 




30 




/ 87 


$113,638 


$2,007,606 





Total Reduction in Estate Value Due to LTC Costs $2.0 Million 



Economic Impact - Insurance Benefits and Premium Cost 



Policy Benefit Design: 

- Unlimited years of benefits 

- Daily benefit 1st year $180 (benefit doubles every 14.4 years) 

- 5% Compound Inflation 

- 90 day Elimination or Waiting Period 

-Waiver of Premium (when benefits start) f^iitv 
TcXof the dollars available for home care, assisted living, or nursmg home faclrty. 

- Charles Couples qualifies for Preferred rate. 

- Cathy Couples qualifies for Preferred rate. 

(Assumption: Actual rating determined by selected insurance compan.es.) 

Policy Claims Payments: (Payments start after 90 day elimination period.) 

Annual Benefit 
$102,907 
$143,415 
$150,585 
$158,115 
$166,020 

$721,042 
$1,906,714 
Unlimited 



Policy Year Benefit Days Daily Benefit 



$374 
$393 
$413 
$433 
$455 

Total Payments from insurance Company 
30 Year Cumulative Benefit 
Potential dollars if lifetime benefit option 



16 
17 
18 
19 
20 



275 
365 
365 
365 
365 



Projected Premium Expense: 



Annual Premium $2491/$21 33 
Both Insured, 15 years x $4624 
One insured, 15 years x $2133 

Premium is waived during benefit period. 

Total Premium Expense 

Total Cumulative Cost of Insurance 

* See Planning Modei Assumptions and Attachments A, B, and C. 



$69,360 
$31,995 

$101,355 
$134,295 



LTC Economic Impact Planning Model 



Sub MakeTable(n) 

Dim ct As Byte, d As Database, r As Recordset, c As Recordset 

Dim vB As Currency, CumPrem As Currency, CumCost As Currency, CumBen As Currency 

Dim PrevG As Currency, PrevQ As Currency, AnnBen As Currency, Curlnf As Double 

Application. SetOption "Confirm Action Queries", False 

DoCmd.RunSQL "Delete From tblTable" 

Set d = CurrentDb 

IfLen(n)-9Then 

Set c = d.OpenRecordset("Select * From tblCustomer Where aSSN= m + n + mM ) 
Else 

Set c = d.OpenRecordset("Select * From tblCustomer Where (aSSN= ,n + Left(n, 9) + and 
(Scenario-'" + Right(n, 1) + "')") 
End If 

If c.EOF Then Exit Sub 
vB = 0 
CumCost = 0 
CumPrem = 0 
CumBen = 0 
PrevG = 0 
PrevQ - 0 

Set r = d.OpenRecordset("tblTable") 
For ct = 1 To c! Survive Yrs 

If ct = cICareStart Then vB = (365 * dCareCost) * ((1 + (cllnflation / 100)) A (cICareStart - 1)) 

r.AddNew 

r!a = ct 

r!b = vB 

r!c = r!b / (1 - (cITaxRate / 100)) - vB 
r!d = r!b + r!c 

r!e = (r!d + PrevG) * (c!InvReturn / 100) 

r!f=r!d + r!e 

CumCost = CumCost + r!f 

r!g = CumCost 

If ct < cICareStart Then 

r!h = c!aAnnPrem + c!bAnnPrem 



r!h = IIf(c!CareForMale, clbAnnPrem, claAnnPrem) 
End If 

r!i - r!h / (1 - (cITaxRate / 100)) - r!h 

CumPrem = CumPrem + r!h + r!i 

r!j - CumPrem 

rlk = r!j * (clInvReturn / 100) 

r!l = r!j + rlk 

Select Case clBenlncrease 
Case 0: Curlnf - 1 

Case 1: Curlnf = 1 + (clBenlncreaseFactor / 100) * (ct - 1) 
Case 2: Curlnf = (1 + (clBenlncreaseFactor / 100)) A (ct - 1) 
End Select 

AnnBen = IIf(ct = cICareStart, 365 - DedDays(clDedPeriod), IIf(ct > cICareStart And ct <= cICareEnd, 
365, 0)) * 

c!DailyBen * Curlnf 

If (ct >= cICareStart) And (ct <= cICareEnd) And (ct < cICareStart + c!BenYrs) Then 
r!m = AnnBen 
CumBen = CumBen + rim 
r!n = CumBen 

r!o = CumBen / (1 - (cITaxRate / 100)) - CumBen 
Elself (ct >= cICareStart) And (ct <= c!CareFnd) And (ct = cICareStart + clBenYrs) Then 



Else 




LTC Economic Impact Planning Model 



r!m = DedDays(c!DedPeriod) / 365 * AnnBen 
CumBen = CumBen + r!m 
r!n = CumBen 

r!o = CumBen / (1 - (clTaxRate / 100)) - CumBen 
Else 

r!m = 0 
End If 

r!p = (rim / (1 - (clTaxRate / 100)) + PrevQ) * (dlnvReturn / 100) 

PrevQ = IIf(ct <= dCareEnd, PrevQ + (r!m / (1 - (clTaxRate / 100))) + rip, PrevQ * (1 + dlnvReturn / 
100)) 
r!q = PrevQ 
r!r - r!g - r!q + r!l 
PrevG = r!g 
r.Update 

vB = IIf(ct < clCareEnd, vB * (1 + (c! Inflation / 100)), 0) 
Next 
End Sub 
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COMBINED DECLARATION AND POWER OF ATTORNEY 

(Original, Design, National Stage of PCT or CIP Application) 



Inventors: Leisle, Ralph D. 

As a below named inventor, I hereby declare that: 

My residence, post office address and citizenship are stated below next to my name, I believe I am the original, first 
and sole inventor (if only one name is listed above) or an original, first and joint inventor along with those listed 
above (if plural names are listed above) of the subject matter which is claimed and for which a patent is sought on 
the invention entitled: COMPUTER PROGRAM AND METHOD FOR DETERMINING THE ECONOMIC 
IMPACT OF LONG-TERM CARE 



the specification of which: (Complete (a), (b) or (c) for type of application) 



REGULAR OR DESIGN APPLICATION 

(a) X is attached hereto. 

(b) was filed on _ as Application Serial No. _ and was amended on _ (if applicable). 



PCT FILED APPLICATION ENTERING NATIONAL STAGE 

(c) was described and claimed in International Application No. _ filed on _ and as amended on _ (if any). 



ACKNOWLEDGEMENT OF REVIEW OF PAPERS AND DUTY OF CANDOR 

I hereby state that I have reviewed and understand the contents of the above identified specification, including the 
claims, as amended by any amendment referred to above. 

I acknowledge the duty to disclose information which is material to patentability as defined in Title 37, Code of 
Federal Regulations §1.56. 

In compliance with this duty there is attached an information disclosure statement. 

37CFR 1.97. 
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PRIORITY CLAIM 



I hereby claim foreign priority benefits under Title 35, United States Code, § 1 19 of any foreign applications) for 
patent or inventor's certificate listed below and have also identified below any foreign application for patent or 
inventor's certificate having a filing date before that of the application on which priority is claimed. 





[Complete (d) or (e)] 


(d) X 


no such applications have been filed. 


(e) 


such applications have been filed as follows. 

EARLIEST FOREIGN APPLICATION! S), IF ANY FILED WITHIN 12 MONTHS 
(6 MONTHS FOR DESIGN) PRIOR TO SAID APPLICATION 


Country 


Application No. Date of filing Date of issue Priority 

(day, month, year) (day, month, year) Claimed 


YES NO 


YES NO 



ALL FOREIGN APPLICATION(S), IF ANY FILED MORE THAN 12 MONTHS 
(6 MONTHS FOR DESIGN) PRIOR TO SAID APPLICATION 



CLAIM FOR BENEFIT OF PRIOR U.S. PROVISIONAL APPLICATION(S) 

I hereby claim the benefit under Title 35, United States code, § 1 19(e) of any United States provisional 
application(s) listed below: 



(Provisional Application Number) 


(Filing Date) 


(Provisional Application Number) 


(Filing Date) 


(Provisional Application Number) 


(Filing Date) 
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CONTINUATION-IN-PART 



(Complete this part only if this is a continuation-in-part application) 

I hereby claim the benefit under Title 35, United States Code, §120 of any United States application(s) listed below 
and, insofar as the subject matter of each of the claims of this application is not disclosed in the prior United States 
application in the manner provided by the first paragraph of Title 35, United States Code, §112,1 acknowledge the 
duty to disclose material information as defined in Title 37, Code of Federal Regulations, § 1.56(a) which occurred 
between the filing date of the prior application and the national or PCT international filing date of this application. 



(Application Serial No.) (Filing Date) (Status) 



(Patent, pending, abandoned) 



(Application Serial No.) (Filing Date) (Status) 



(Patent, pending, abandoned) 



POWER OF ATTORNEY 

As a named inventor, I hereby appoint the following attorney and/or agent to prosecute this application and transact 
all business in the U.S. Patent and Trademark Office connected therewith, before all competent international 
authorities in connection with any international application, and before all foreign patent offices in connection with 
the national phase of any international application or any foreign application, and to appoint any associate attorneys 
in connection with any application, either domestic, international or foreign national. 

John M. Howell (25,261); Richard E. Haferkamp (29,072); Kenneth Solomon (31,427); Joseph M. Rolnicki 
(32,653); Alan H. Norman (32,285); Charles E. Dunlap (35,124); Anthony G. Simon (40,813); Thomas A. Polcyn 
(41,256); David B. Jinkins (P46,805); Jeffrey H. Urian (46,232); Clyde L. Smith (46,292); Elie H. Gendloff 
(44,704); Daniel S. Kasten (45,363) 



Send Correspondence To 
Clyde L. Smith 

HOWELL & HAFERKAMP, L.C. 
7733 Forsyth Boulevard 
Suite 1400 

St. Louis, Missouri 63105 



Direct Telephone Calls To 

Clyde L. Smith 
(314) 727-5188 



I hereby declare that all statements made herein of my own knowledge are true and that all statements made on 
information and belief are believed to be true; and further that these statements were made with the knowledge that 
willful false statements and the like so made are punishable by fine or imprisonment, or both under Section 1001 of 
Title 18 of the United States Code and that such willful false statements may jeopardize the validity of the 
application or any patent issued thereon. 



Full name of sole or firs' 



alp^D. Leisle 
Inventor's signature S ^^^^^ 




D 




£\4 




Country of Citizenship United States 



Residence 1608 Ridge Bend Drive, Wildwood, MO 63038 



Post Office Address 1608 Ridge Bend Drive, Wildwood MO 63038 
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